Brief Explanation of CPI

The Consuner Price Index (CPl) is a
neasure of the average change in prices

over tinme in a fixed market basket of
goods and services. The Bureau of
Labor Statistics publishes CPI's for
two population groups: (1) a CPlI for

All Urban Consuners (CPI-U) which
covers approximately 87 percent of the
total population and (2) a CPl for
Urban Wage Earners and C erical Wrkers
(CPI-W which covers 32 percent of the

total population. The CPI-U includes,

in addition to wage earners and
clerical wor ker s, groups such as
pr of essi onal , managerial, and technica

wor kers, the self-enployed, short-term
wor kers, the unenployed, and retirees
and others not in the |abor force.

The CPI is based on prices of food,
cl ot hi ng, shel ter, and fuel s,
transportation fares, char ges for

physicians’ and dentists’ services,
drugs, and the other goods and services
t hat people buy for day-to-day living.
Prices are collected in 87 urban areas
across the country from about 50,000
housing units and approxinmately 23,000
retail est abl i shnent s- depart ment
stores, super nar ket s, hospi tal s,
filling stations, and other types of
stores and service establishments. Al

taxes directly associated wth the
purchase and use of itens are included
in the index. Prices of fuel, and a
few other itenms are obtained every
month in all 87 |ocations. Prices of
nost other comodities and services are
collected every nmonth in the three
| argest netropolitan areas and every
other nmonth in other areas. Prices of
nost goods and services are obtai ned by
personal visits or telephone calls by
the Bureau's trained representatives.

In calculating this
changes for the various itenms in each
location are averaged together wth
wei ghts that represent their inmportance
in the spending of the appropriate
popul ati on group. Local data are then
conbined to obtain a U. S. city average.
Separate indexes are also published by
size of city, by region of the country,
for cross-classifications of regions
and popul ation-size classes, and for 26
| ocal areas. Area indexes do not
neasure differences in the |level of
prices anong cities, they only neasure
the average change in prices for each
area since the base period.

i ndex, price

The indexes nmeasure price

change
froma designated reference date,

1982-

An increase of
is shown as

84, which equal s 100.0.
7 percent, for exanple,

107. 0. This change can also be
expressed in dollars as follows: the
price of a base period nmarket basket of
goods and services in the CPl has risen
from $100 in 1982-84 to $107.

For further detail s, see BLS
Handbook of Methods, Chapter 17, the
Consumer Price Index, Bulletin 2490,
April 1997.

Calculating Index Changes

Movenents of the indexes from one
nmonth to another are usually expressed
as percent changes rather than changes
in index points, because index point
changes are affected by the |evel of
the index in relation to its base
period while percent changes are not.
The exanmple in the acconpanying box

illustrates the conputation of index
poi nts and percent changes.
| ndex Poi nt Change
Current CPI 112.5
M nus previ ous CPI -108.5
Equal s i ndex poi nt change 4.0
Per cent Change
I ndex poi nt change 4.0
Di vi ded by previous CPI 4.0+108.5
Equal s 0. 037
Mul tiply by 100 0.037 x 100
Equal s percent change 3.7
CPI 24 HOUR HOTLI NE
NUMBERS

ANCHORAGE. . . ............. 907) 271-2770
HONOLULU. . ............... 808) 541-2808
LOS ANGELES. ............. 310) 235-6884
PORTLAND. . .. ... .. (503) 231-2045
SAND EG ............... (619) 557-6538
SAN FRANCISCO. .. ......... (415) 975- 4350
SEATTLE. . . ............... (206) 553-0645
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